One feature of exporting firms in Cambodia is that they are not of domestic origin but are foreign firms that export from the moment they are established in Cambodia. In this paper we examine the extent to which the presence of foreign-owned export firms impacts on the productivity of domestic firms. We consider two channels: first, the extent to which exportinduced improvements in the legal and institutional framework has led to productivity improvements for non-exporting firms, and second the extent to which horizontal spillovers from foreign-owned firm's impact on the productivity of domestic firms. We find that relieving institutional constraints for export firms has positive impacts on the productivity of all firms, including non-export firms, and that there are negative productivity spillovers from foreignowned to domestic firms.
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Introduction
The manufacturing sector in Cambodia has seen significant growth over the last decade. The share of manufacturing output in gross domestic product (GDP) increased from only 9 per cent in 1994 to just over 15 per cent in 2008. This growth is also reflected in the export numbers: exports have increased in real terms from US$2.1 billion in 2000 to US$11.7 billion in 2010. A large part of the growth in manufacturing and exports has been fuelled by investments in the garment sector which increased from around US$19 million in 1994 to US$150 million in 2008 (as measured by fixed assets). The textiles sector as a whole is by far the largest export sector with a total value of almost US$3.8 billion in 2010, an 11 per cent increase from 2006, and accounting for 32 per cent of total exports. However, it also accounts for the largest share of imports at over US$10.6 billion or 39 per cent of total imports.
The development of the manufacturing sector in Cambodia came at a time when the business environment was recovering after years of conflict. The trade opportunities provided by agreements made with the USA (1996) and the European Union (EU) (1997) led to an influx of foreign investment into Cambodia. This foreign investment drove a large part of the growth in the garment sector, particularly investment from the Association of Southeast Asian Nations (ASEAN), China, and Korea. In the initial stages, foreign investors were required to have a share of business that was Cambodian-owned but this was later removed to attract higher levels of investment. Very few domestic firms engage in this sector: only 9 per cent of garment factories in Cambodia were domestically-owned in 2010. Most of these firms are domestically focused in both accessing inputs and supplying domestic markets. As such, exports from the sector are driven by foreign firms: most output is sold on export markets and they are, for the most part, disconnected from domestic markets.
The Cambodian export experience is therefore different to that experienced in other developing countries in the region, such as, for example, Vietnam, who has been relatively successful both in attracting foreign direct investment (FDI) and encouraging export participation by domestic firms. A large body of evidence set in developing country contexts suggests that the most efficient domestic firms self-select to become exporters (see, for example, Clerides et al. (1998) who find evidence for Columbia, Mexico, and Morocco or Bigsten et al. (2004) who finds evidence for a similar pattern among firms in Africa), while more recent evidence suggests that, in addition, firms that export become more productive as a result of their export experience (see, for example, Bigsten and Gebreeyesus (2008) who find evidence of learning by exporting in Ethiopia, Van Biesebroeck (2005) who finds productivity improvements for exporting firms in a number of African countries and Aw et al. (2000) who finds similar evidence for Asia). On balance, the evidence suggests that there are productivity gains from exporting but a productive domestic manufacturing sector is first required before selection into export markets is likely to take place. As such, creating a domestic manufacturing sector capable of exports is a necessary first step in this process.
It is clear in the Cambodian case that this has not yet happened. It is still possible, however, that the outward focused policies aimed at attracting FDI and facilitating exports by foreign firms, have also impacted on domestic firms, and so may, in fact, create the necessary basis for domestic firms to begin to access export markets. For example, significant institutional reforms have taken place to accommodate garment exports by FDI firms. These reforms have resulted in a change in the business climate which has the potential to relieve institutional and business climate constraints for exporting and non-exporting firms which in turn have the potential to increase firm productivity. Moreover, a large body of literature suggests that the presence of foreign-owned firms has the potential to yield technology or knowledge spillovers that impact on the domestic sector (see, for example, Blalock and Gertler (2008) , Javorcik (2004), and Kugler (2006) . Horizontal spillovers of this kind are also a possible consequence of the export-focused policies that have attracted FDI to Cambodia over the last decades.
In this paper we examine the extent to which the presence of foreign-owned export firms impacts on the productivity of domestic firms. We consider two channels: first, the extent to which export-induced improvements in the legal and institutional framework has led to productivity improvements for non-exporting firms, and second the extent to which horizontal spillovers from foreign-owned firms, impact on the productivity of domestic firms.
The paper highlights that the investment climate significantly improved between 2003 and 2007 but that these improvements were export-biased. Our analysis shows that exporting firms in Cambodia are not of domestic origin but it is the foreign firms that export and they do so from the moment they establish in Cambodia. Exporting firms tend to be much larger than nonexporting firms (e.g., higher annual sales, greater capital investments, and more employees) and most are engaged in the garment sector. We also find, however, that despite these differences, total factor productivity (TFP) of exporting firms does not appear to be higher than that of nonexporting firms. We observe productivity improvements between 2003 and 2007 and find that relieving institutional constraints for export firms has positive impacts on the productivity of all firms, including non-export firms. We also find suggestive evidence of negative productivity spillovers from foreign-owned to domestic firms.
The rest of the paper is structured as follows. In Section 2 we provide an overview of Cambodia's manufacturing sector focusing in particular on the pattern of export participation and the garment sector which constitutes the majority of export firms. We also document firm's perceptions about the business and investment climate in Cambodia. In Section 3 we present the data and research methodology. Section 4 presents our results and Section 5 concludes the paper with a discussion of policy recommendations.
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Cambodia's manufacturing sector and export experience
Structure of the manufacturing sector in Cambodia
We begin by providing a backdrop to the nature of the manufacturing sector in Cambodia. The sector is dominated by micro firms, i.e. those with less than ten employees. According to authors' calculation based on data from the Nation-Wide Establishment Listing in 2009 collected by the National Institute of Statistics (NIS) in 2009, there were 349 manufacturing firms with more than 100 employees; 79 with between 50 and 100 employees; and 1,125 firms with between ten and 50 employees (Table 1) . Compared to 2000, the number of micro and small firms increased significantly, by more than 100 per cent. The number of medium-sized firms increased by 11 per cent, while the number of large firms declined by 33 per cent. 1 There was a notable shift from large-sized manufacturing firms to medium-and small-sized firms, arguably more suitable to the operating environment in Cambodia in which larger firms need to follow more stringent administrative procedures. Most large firms (90 per cent) are registered, while micro firms are largely (98.5 per cent) unregistered. Only 30 per cent of small and 62 per cent of medium-sized firms are registered.
3 Measured by the total number of establishments, Cambodia's manufacturing sector is dominated by food products accounting for 51.49 per cent of firms. Textiles account for 13.4 per cent of firms, wearing apparel 11.14 per cent, beverages 6.19 per cent, and fabricated metal products 4.84 per cent (Table 2) . Measured by average employment per establishment, the manufacturing sector with the largest firms are in the leather and related products sector, which employs 175.62 people on average per establishment, while wearing apparel employs 28.21 on average, paper and paper products 27.18, pharmaceuticals, medicinal chemical, and botanical products 23.60, and rubber and plastics products 21.40. In sum, Cambodia's manufacturing sector has grown very fast both in terms of the number of firms and value added. There has been a decrease in the number of large firms, but an increase in the number of small-and medium-sized manufacturing firms as well as micro firms. Textiles, wearing apparel and footwear are the fastest growing sectors in terms of value added as well as in terms of the number of establishments. The food, beverages, and tobacco sector has also grown but at a slower pace. The Cambodian manufacturing sector is dominated by garment 4 manufacturing. According to the Korean Development Institute and Ministry of Strategy and Finance (2011) , the total number of large-scale enterprises (employing more than 100 workers) registered in the Ministry of Industry, Mines, and Energy were 556, in which 422 enterprises are in the garment sector. This figure is also comparable to the Cambodia Enterprise Census in 2011 which shows that there are only 814 establishments employing more than 100 workers, in which 341 are in the garment sector. Even more interestingly, among 118 establishments employing more than 1000 workers, 100 are in the garment sector. 
Export firms in Cambodia
Aggregate export data reveal that Cambodian exports are dominated by garment products including clothes, shoes, and other textiles (see Figure 2 ). 2 In 2000, more than 90 per cent of total exports were in garment production. This increased to almost 95 per cent in 2008 before declining during the 2009 crisis. The relative share of garments in Cambodia's exports declined during the oil and food price crisis. Moreover, the increased value of rubber lead to more exports of rubber latex while soaring food prices lead to an increase in the export of agricultural products, including rice. 
Evolution of the garment sector
Of key importance to the growth of the manufacturing sector in Cambodia has been the garment sector. The garment sector was first established in 1994, a year after the national election in 1993 which followed the signing of the peace agreement in 1991. The sector has quickly emerged as a growth leading sector in the economy particularly in the last decade. In the 1980s, Cambodia's economy was driven largely by the export of agricultural products. The country's physical infrastructure was greatly deteriorated during the many conflicts leading up to peace in 1991. Traditionally, industrial products were imported mostly from Thailand since Cambodia had very little manufacturing capacity or know-how due to the regressive policies pursued by the Khmer Rouge regime. For example, immediately after the fall of the Khmer Rouge in early 1979, only 12 factories using obsolete technology were in production, including textiles, tires, plastics, and tools (Slocomb 2010: 125) .
After the normalization of trade relationships with the West, Cambodia received Most Favored Nation (MFN) status from the USA in 1996 and preferential treatment under under the generalized system of preference (GSP) from the EU in 1997. These concessions provided the incentive for foreign firms to establish garment factories in Cambodia. The number of garment factories rose steadily after 1996 and the garment industry provided the foundation for a modern manufacturing sector. Traditional textile manufacturers were unable to compete with the efficient modern textile sector in both domestic and foreign markets.
FDI has played an important role in the establishment of the garment sector. FDI was attracted by generous tax incentives. The focus of the garment manufacturing industry was on exports to the USA and EU markets using cheap labour. As a consequence the fortunes of the industry have been closely tied to trade policies as they relate to import markets. Changes in the trade regime have repeatedly threatened the sector, including the ending of the MFN status by the USA in 2004 and the potential disqualification of the EU policy of 'Everything But Arms (EBA)' on imports from least developed countries (LDCs), when Cambodia's economy moves out of the LDC status. As a result bilateral textile trade agreements with the USA and the EU, conditional on labour standards, were sought by Cambodia to maintain market access. As a result, Cambodia entered a bilateral agreement with the USA in 1999 which ended in 2004. Cambodia's membership in the World Trade Organization (WTO) in 2004 helped it sustain the market access 6 which it had obtained under the multi-fiber agreement which ended in the same year. The implementation of safeguard provisions under the WTO rule on Chinese textile exports has also improved access for Cambodia's garment exports to the US market in 2005.
The aim of this paper is to explore empirically the extent to which these changes in the institutional and regulatory environment in Cambodia, aimed at attracting FDI and facilitating trade, primarily for the garment sector, has impacted on the productivity of firms. This empirical exercise is the focus of the remainder of the paper.
Data and methodology
We employ data from two rounds of ICSs conducted by the IFC in 2003 and 2007. These are firm-level surveys to systematically analyse conditions for private investment and enterprise growth and to compare these conditions across countries. The ICSs cover such topics as financing, regulation, marketing, labour relations, technology and training, conflict resolution, and governance. The sample consisted of 503 firms in 2003 and 502 firms in 2007. We pool both cross-sections together for our analysis so the full dataset used contains 1,005 observations.
As highlighted in Section 2, domestically-owned Cambodian firms, in general, do not export. It is possible, however, that the presence of foreign-owned export firms impacts on the productivity of domestic firms. We investigate two possible channels through which spillover effects occur: (i) how institutional and legal improvements aimed at attracting export-focused foreign-invested firms impact on the perceptions of domestic firms in relation to the business and investment climate and the productivity of domestic firms; and (ii) the extent to which horizontal spillovers from foreign-owned firms impact on the productivity of domestic firms.
To investigate the first channel we consider how the perceptions of firms in relation to the legal and institutional constraints facing their business have changed between 2003 and 2007. We divide the sample into the sub-samples of exporting firms (foreign-owned) and non-exporting firms (domestically-owned) to see whether the improvement in perceptions has changed between the two periods. We estimate an econometric model of the impact of the characteristics of firms and their export status on firms' perceptions in relation to the legal and institutional environment. Finally, to explore the impact on productivity we estimate a firm level production function which regresses output on inputs and observable firm characteristics which could impact on productivity. In addition, we include the perception measures to capture the extent to which firms' views on legal and institutional constraints facing their business impact on productivity. 3 For the second channel, we construct a variable which measures the proportion of sales from foreign-owned firms in a particular sector and a particular year, and include it as an additional regressor in the production function. If the sign on the coefficient is positive, this is suggestive of a positive spillover effect from foreign-owned firms, while if it is negative it suggests that foreign dominance negatively impacts on domestic firms. Table 3 presents summary statistics for each of the variables used in the analysis while definitions are given in Table A1 of the Appendix. Only 17 per cent of 1005 firms in the sample export. The majority of firms in our sample are concentrated in urban areas: 76 per cent of firms are located in Phnom Penh (the capital city) and Sihanoukville (the only deep seaport city). Table 4 shows the percentage of firms in each sector in each year by export status. The structure of the sample Table 5 documents the period of time between the establishment of the firm and when they first began to export. Of the 164 exporting firms in our sample, 93 per cent exported since the year of, or one year after, their establishment. In this sense, exporting firms in Cambodia are 'born global'. This term was coined by Oviatt and Phillips McDougall (1994) and relates to firms that immediately after establishing focus on foreign-market participation. This characteristic of export firms has also been found for the case of Mozambique where knowledge of foreign markets is considered the most significant constraint to foreign market participation by domestic firms (Cruz et al. 2014) .
Mean comparisons between the characteristics of exporting and non-exporting firms are presented in Table 6 . Exporting and non-exporting firms have very different characteristics. Exporting firms have a higher percentage of foreign ownership than non-exporting firms. They import a much larger proportion of materials and employ a higher percentage of foreign workers. Moreover, 61 per cent of exporting firms have experience in other countries compared to only 11 per cent for non-exporting firms. Half of the foreign firms are members of a chamber of commerce. Exporting firms are largely concentrated in the garment sector. Exporting firms also have much higher annual sales, estimated market value of capital, intermediates, and more employees than non-exporting firms. Exporting firms are also larger with 76 per cent having more than 100 employees; only 12 per cent for non-exporting firms are of this size. Most (92 per cent) of export firms are located in the well-served infrastructure area of Phnom Penh and Sihanoukville. Despite these significant differences in the characteristics of export and nonexport firms we do not find any statistically significant difference in the TFP of export and nonexport firms.
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For the logarithm form of labour productivity, as expected a worker in an exporting firm is more productive than a worker in a non-exporting firm. It may be because the workers in an exporting firm have larger inputs per worker at their disposal or an exporting firm can attract more productive workers. Note: *** significant at 1%, ** significant at 5%, and * significant at 10%. Source: Authors' calculation using data from ICS (2003; 2007) .
Empirical results
The first part of our empirical analysis explores the extent to which changes in institutional and regulatory frameworks impact on the productivity of firms. Before presenting these results we motivate this further by first providing a description of improvements in the investment climate as perceived by firms. Table 7 summarizes the results of mean comparisons of firms' perceptions of legal and institutional constraints between the surveys in 2003 and 2007. The relative change in the perceptions of exporting and non-exporting firms is then compared to see the extent to which improvements intended to benefit export firms also have an impact on non-exporting firms. For the purpose of simplifying the range of perception measures available in the dataset we use the principle component analysis to combine individual constraints into a single index. Details on the individual categories of constraints are provided in Table A2 of the Appendix.
competitor is an index combining all variables indicating constraints from malpractice of a firm's competitors.
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infra is an index combining infrastructure constraints such as telecommunications, electricity, and transportation. admin is an index combining administrative constraints from government institutions which affect the business environment. 10 macroeconomic constraints, which affect all firms operating in Cambodia generally. 8 hon is an index combining firms' evaluation of public agencies or services for overall honesty and integrity. 9 Notes: × exporting firms improve more than non-exporting firms; ×× exporting and non-exporting firms improve by the same amount; ××× non-exporting firms improve by more than exporting firms; (×) exporting firms deteriorate more than non-exporting firms; (××) exporting and non-exporting firms deteriorate by the same amount; (×××) non-exporting firms deteriorate by more than exporting firms; E exporting firms; N non-exporting firms; E&N both exporting and non-exporting firms. Source: Authors' calculation using data from ICS (2003; 2007) .
competitor, admin, and hon improved for both exporting and non-exporting firms between 2003 and 2007 but the perception of the exporting firms improved by more than non-exporting firms. infra did not improve between these two periods despite government efforts to expand electricity generation capacity, telecommunication coverage, road networks, and road conditions. Infrastructure constraints appear worse for non-exporting firms. Perceptions on the macroeconomy (macro) improved for non-exporting firms only. This may be due to many external factors out of the government's control that exporting firms must also deal with leading to a lower perception on this index for export firms.
time is a variable describing the percentage of senior management's time spent in dealing with requirements imposed by government regulations. There was no change in this variable between 2003 and 2007, for exporting or for non-exporting firms. We also consider other measures relating to firms' perceptions of government, namely, gov_efficiency, gov_predict, and gov_consist. The higher the value of these variables, the more positive is the firms' evaluation. gov_efficiency is the firm's evaluation of government efficiency in delivering public goods such as public utilities, public transportation, security, education, and healthcare. gov_predict is the firm's evaluation of predictability of change in policies, laws, and regulations that materially affect their business. gov_consist is the firm's evaluation of the consistency of the government officials in their interpretation of regulations affecting their establishment. These three variables deteriorated between the two periods. This suggests that to achieve improvements in these variables may require more broad-based governance reforms than those that were in place during this period.
Changes in general administration procedures such as document processing can be a lot easier to implement than broad based governance reforms. Some success in this regard is evident from the improvement in the variables clear_export (the longest number of days for customs clearance at the point of exit for product export), clear_import (the longest number of days for customs clearance at the point of entry for product import), permit_export (the number of days to obtain an export permit), quota_export (the number of days to qualify for a quota), cus_cam (the number of days to clear customs and Camcontrol 10 ), and license_import (the number of days to obtain an import license). Improvements in the time of processing documents and issuing licenses for export markets consolidate the fact that legal and institutional reforms have been export-biased over this period. However, the legal and institutional improvements have positively impacted on exporting and non-exporting firms. So while the data suggest that the investment climate improved over the two observed periods, it appears that the perception of export firms improved more in relation to legal and institutional reforms than non-export firms, suggesting a bias in policy towards exporting firms.
In Table 8 we present the results of a model that regresses firms' perceptions of legal and institutional constraints on firm characteristics, focusing in particular on changes over time and on the export status of firms. 11 We observe that year_d has a negative and significant effect on competitor, admin, honest, and time but is insignificant for infra and macro. This suggests that firms face less legal and institutional constraints in 2007 than in 2003, possibly as a result of government efforts to improve the business and investment climate through legal and institutional reforms. There was no significant improvement in firms' perceptions of infrastructure or the macro environment variable (macro). For infrastructure, electricity costs remain high and unpredictable. Telephone costs also remain high by international standards. Although road infrastructure has improved, logistical costs remain high due to the need for informal payments when shipping goods. It is therefore not surprising that perceptions in relation to infrastructure have not improved. While efforts have been made to improve macroeconomic stability in Cambodia, high exposure to external markets makes Cambodia's macroeconomy relatively unstable. This may explain why firms' perceptions on macroeconomic stability did not improve.
Table 8 also suggests that export firms face fewer constraints in relation to competition, administration-and the macro-environment more generally. Turning to other firm characteristics the coefficient on foreign-owned firms (foreign_own) has a positive sign for competitor, macro and honest. This suggests that firms with foreign ownership face more constraints than domestic firms. sector3, which is an indicator for firms in the tourism sector, is negative and significant for competitor, admin, and macro. location_d, is an indicator for firms being located in Phnom Penh and Sihanoukville. It has a negative impact on infra while it has a positive impact on time. This is as expected given that firms located in Phnom Penh and Sihanoukville are much better-served by infrastructure and thus face less infrastructure constraints than firms located in other locations. Note: Standard errors in parentheses; * p<0.10, ** p<0.05, *** p<0.01. admin and honest are indicators combining 13 and 17 variables, respectively, through a method of principle component analysis so that there are a lot of missing values. Source: Authors' calculation using data from ICS (2003; 2007) . Table 9 Older and newly established firms do not differ in their perception of gov_efficiency, gov_predict, and gov_consist. Firms with foreign ownership perceive that the government is less efficient in delivering services (e.g., public utilities, public transportation, security, education, and health etc.) than domestic firms. Firms in the tourism sector are more positive in their perception of the consistency of government officials and in their interpretation of regulations affecting their establishment than those in the garment sectors. Firms with total employment between 20 to 99 have a more negative perception of gov_efficiency compared to smaller firms. Firms located in Phnom Penh and Sihanoukville perceive government policy as being more predictable than other firms. We now explore the extent to which correlations exist between the productivity of firms and their perceptions in relation to legal and institutional constraints. We use the logarithm of the firm's total sales as the dependent variable. Where value of total sales is missing, we use the logarithm of total production scaled by 0.71. 12 For capital, we use the logarithm of the market value of capital and where market value of capital is missing, we use the book value of capital. For labour, we use the logarithm of the total number of employees, which includes permanent employees and the average number of temporary employees. For intermediates, we also use the logarithm of the sum of raw materials and goods bought for resale, the cost of electricity, fuel, communication, transport, and maintenance, and repairing costs. We also control for year_d, sector, size_d, and location_d. The results of the baseline production function are presented in Table 10 while in Table 11 we extend the analysis to also include firms' perceptions of various legal and institutional constraints as described above. As stressed above, data limitations prevent us from establishing a casual relationship between export status, foreign ownership with firm productivity in Cambodia. Our study only attempts to describe the pattern of observed. Column (1) in Table 10 illustrate that foreign-owned firms have a positive and significant impact on firm productivity. We do not find any evidence that exporting firms are more productive. However, it appears that the sector from which firms are exporting matters. When interacting the export status of firms with an indicator for whether the firm is in the garment sector in column (2) we find that export_d has a significant and positive impact on firm productivity suggesting that exporting firms in the non-garment sector are more productive than non-exporting firms in non-garment sectors.
We further investigate the link between exporting status and firm productivity in separate subsamples of non-garment and garment sectors in columns (3) and (4), respectively. As expected, in column (3) we find that exporting firms are more productive than non-exporting firms in nongarment sectors while exporting firms are not more productive than non-exporting firms in the garment sector (column (4)). The small number of observations in the latter, however, makes it difficult to draw any strong conclusions from this result. Overall, we can conclude from Table 10 that, in general, foreign ownership, not whether firms export, has a positive relationship with productivity; but that export firms in the non-garment sector are more productive than nonexport firms in the garment sectors.
The next part of our analysis considers whether perception regarding legal and institutional constraints impact on firm productivity. We find that the only variable that is statistically significant in the productivity regression is admin, which has a positive significant effect on productivity. 13 The results are presented in Table 11 . If firms' perceptions regarding admin truly reflect legal and institutional problems then this suggests that removing such constraints could improve firm productivity.
The final part of our analysis considers whether there are other spillover effects associated with foreign-ownership in the form of horizontal spillovers. Table 12 shows the results of the production function when the foreign ownership spillover variable prop_for is included and the analysis is performed on domestic firms only. The variable prop_for is constructed as the proportion of total annual sales of foreign firms in a particular sector and a particular year to total annual sales of all firms in particular sector and year.
Column (1) presents the baseline specification without the inclusion of prop_for while column (2) includes the spillover measure. We find that it has a negative significant effect on firm productivity suggesting negative spillover effects from foreign-owned to domestic firms. Although we cannot draw casual inference possible explanations include the likelihood that foreign-owned firms compete for productive labour resources. For the most part, only low-skill labour is required to work in light and labour-intensive industries and so both domestically-and foreign-owned firms compete for the same pool of labourers. This explanation is confirmed using a mean comparison test of logarithm form of labour productivity between domestic and foreign-owned firms which shows a significant difference at the 1 per cent significant level. This is worthy of further investigation and has interesting implications for policy on FDI and export promotion. 
Conclusion
This paper presents a case study of the experience of foreign-ownership and exporting in Cambodia. Cambodia has seen substantial legal and institutional improvements to promote the export sector and attract FDI in recent decades. Our study investigates the extent to which these reforms have also yielded positive spillover effects on non-exporting firms through improvements in government institutions and the simplification of procedures for doing business, or through learning spillovers from foreign to domestic firms.
We find that reforms have improved firm productivity through legal and institutional improvements, however, there is some evidence of negative spillover effects from foreign-owned firms to domestic firms in terms of productivity. This is likely due to competition between foreign-owned and domestic firms in attracting more productive labourers, especially in the garment sector.
A caveat of our study is that there is very limited data on this issue. The tentative results presented in this paper suggest that the interaction between foreign-owned and domestic firms requires more detailed investigation, in particular to ascertain the extent to which policies aimed at attracting FDI may have negative implications for the development of the domestic sector. While our study suggests that firms have benefited from improvements to the legal and institutional environment the existence of negative spillovers are of concern and suggest that
